













































































































1947 | 1946 
MONTH END DATA 
January Dec. Nov. January 
Ghaves Listed . . . 1 te et ew ltl wlll DD 1,779 1,771 1,764 1,614 
Shace Woomes Etsted 2 ws tt th ltl wt we we ee OD 1,341 1,334 1,324 1,276 
Par Value of Bonds Listed . . . .. . . . (Mil. $) 137,006 137,165 136,787 138,961 
Bond Issues Listed . . ... =. + + « « « QNo.) 918 925 923 979 
Total Stock and/or Bond Issuers . . . . . . (No.) 1,199 1,197 1,197 1,177 
Market Value of Listed Shares . . . . . . . (Mil. $) 69,627 68,595 65,741 78,468 
Market Value of Listed Bonds . . . . . . . (Mil. $) 140,966 140,793 139,521 145,556 
Market Value of All Listed Securities . . . . . (Mil. $) 210,593 209,388 205,262 224,024 
Flat Average Price—All Share Issues A . . . . ($) 52.72 52.06 51.05 63.43 
Shares: Market Value — Shares Listed A . . . ($) 39.14 38.72 37.26 48.61 
Bonds: Market Value Par ValueA .... . ($) 102.89 102.64 102.00 104.75 
Stock Price Index (12/31/24 100) AB . . . . (%) 82.4 81.6 78.5 98.2 
Member Borrowings on U. S. Gov't Issues . . . (Mil. $) 107 158} 206 363 
Member Borrowings on Other Collateral . . . . (Mil. $) 187 199 192 520 
Per cent of Market Value of Listed Shares . . (%) 0.27 0.29 0.29 0.66 
Member Borrowings—Total . . . . . -. ~ ~ (Mil. $) 294 357 398 883 
N.Y.S.E. Members’ Branch Offices. . . . . . (No) 900 898 889 851 
Total Non-Member Correspondent Offices . . . (No.) 2,609 2,581 2,576 2,432 
Customers’ Net Debit Balances CD. . . . . . CMil. $) 533 548 571 1,168 
Credit Extended on U. S. Gov’t Obligations . . (Mil. $) 69 74 80 193 
Customers’ Free Credit Balances CD . . . . . (Mil. $) 687 704 723 727 
DATA FOR FULL MONTH 
Reported Share Volume . . . . . - + + + (Thou) aac 29,834 23,819 51,510 | 
Ratio to Listed Shares . . . . . - + + + (%) 1.33 1.69 1.35 3.21 : 
Daily Average (Incl. Saturdays) . . . . . . (Thou) 906 1,193 1,036 1,981 ; 
Daily Average (Excl. Saturdays) . . . . - . (Thou.) 973 1,297 1,173 2,142 
Total Share Volume (Incl. Odd Lots) F . . . . (Thou.) 31,831 37,192 33,469 69,182 | 
Money Value of Total Share Sales F . . . . (Thou.$) 913,322 1,068,309 945,035 1,945,896 
Reported Bond Volume (Par Value) . . . . . (Thou. $) 125,491 127,553 95,128 186,923 ; 
Ratio to Par Value of Listed Bonds . . . . . (%) .092 093 .070 135 | 
Daily Average (Incl. Saturdays) . . . . . . (Thou. $) 4,827 5,102 4,136 7,189 
Daily Average (Excl. Saturdays) . . . . . . (Thou. $) 4,923 5,392 4,654 7,832 | 
Total Bond Volume (Par Value) F ... . . (Thou. $) 130,028 154,937 91,836 204,041 q 
Money Value of Total Bond Sales F . . . . . (Thou. $) 95,470 116,541 62,101 155,270 
N.Y.S.E. Memberships Transferred . . . . . (No.) 6 8 é 12 | 
Meee TAG st wt tt wt tt KC le SS 69,000 7,333 64,250 95,000 i | 
2/14/47 1/15/47 12/13/46 2/15/46 | 
Shares in Short Interest F . . . . . . . . « (Thou) 1,047 | 798 893 1,181 
A—Price value 
amounts thereat which are inciedcy anced sues and | 
end; such issues and amounts vary from’ oust 2 month- H 
The B—Adj nts vary from month to month. | 
e HXCHANGE jrment ma 
split-downs jr pla ym seg only for stock split-ups, 
C—Reported only by memb 
xcludes er firms which carry margi 
\ MAGAZINE OF THE members of national nego member firms which ase | 
Partners of such firms. ‘es exchanges and for general ? : 
FINANCIAL COMMUNITY D—Beginning with December 31 1945, th ] 
tion po revised so as to compare as of report- 
ubmitted to the Federal Reserve Ae ea informe. 
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SIZABLE RISE OF COMMON 
A BY-PRODUCT OF 
MARKET REVERSAL 





TVNAMINED from the point of view of 


_4 investors in common stocks who lay 


particular emphasis upon the percentage 
rate of dividend income, last year’s price 
decline helped to produce dollars-and- 
cents benefits which have carried over 
into 1947, As February progresses, how- 
ever, it is seen to be a moot question 
whether such benefits are to maintain. 
The percentage of yield is governed by 
a stock’s price and the amount of the 
dividend; if the price rises while the divi- 
dend remains stable, the yield declines. A 
rally in prices since mid-January has al- 
tered year-end yield calculations; never- 
theless, the percentage of income return 
on common stocks in the New York Stock 
Exchange list would have to retrace its 
steps a considerable distance before 
reaching the low rates of last spring. 


Higher Median Yield 

A study of the 798 dividend-paying 
equities on the Stock Exchange reveals a 
median yield of 4.8 per cent, compared 
with approximately 3.6 per cent a year 
ago. The median is the yield standing 
midway between the lowest and the high- 
est. The calculation is based upon all 
dividends paid in cash during 1946 and 
upon the price of each stock at the year- 
end. Considering average price move- 
ments as a basis of figuring, the yield re- 
ceded under 3.6 per cent for an interval 
between February and May last year 
when the market reached its peak. 






The rise of yields is demonstrated in 
the table which follows, with a compari- 
son of the ranges by groups with a cor- 
responding tabulation of a year ago: 


No. of Issues Per Cent No. of Issues 


Year-end, 46 Yield Year-end, “45 
3. « + Underts ae 
27. . . . Under2.0 26 we 
| ae |) 
76 . « «= Bbeeze . ... 
130. . « BOSS « 2. se OB 
oS. 3. 3 Oe... sc ns SS 
ae rr 
- . . 60andover ... 4i1 
88 . . . 6.0t0 6.9 
Ss . . » TeweIs 
69 . . . 8.0 and over 


Median: 4.8% Median: 3.6% 

For the eve’s convenience. the gaps in 
the columns are shown in order to make 
clear at a glance the more significant 
changes of yields by groups. Thus, al- 
though there were 10 common. stocks 
which yielded less than 1 per cent a year 
ago. so few reached that area for this 
year's count as to make a separate group- 
ing hardly worth while. Last year 65 
stocks yielded 1 to 1.9 per cent, while this 
year there were only 24. 

A year ago, 41 issues yielded 6 per 
cent or more, so few extending into a 
higher atmosphere that they were lumped 
under a_ single classification, whereas 
yields had so far improved for this year’s 
calculation that the area between 6 per 
cent, and “8 per cent and over” was pop- 
ulated by 209 stocks, or about 26 per 


Research facilities of Stock Exchange member firms offer investors a 
wealth of factual information upon which to base informed judgments 





STOCK YIELDS 


cent of the entire dividend-paying list. 

The table shows a relatively small dis- 
parity in the contrast of 1946 with 1945 
in the number of stocks yielding from 4 
to 4.9 per cent, this range being widely 
sought by investors when prices were 
climbing above the 200 industrial stock 
average a year ago. A gain occurred in 
the number as of the end of 1946, but 
only from 165 to 195 issues. Presuma- 
bly, a fairly large sector of the 1946 group 
was comprised of stocks which had been 
advanced from the 3-3.9 per cent roster, 
as it was this 1945 group which declined 
largely in number. 

Of the stocks yielding more than 6 
per cent, a higher percentage consisted 
of railroad stocks. The marking down of 
rail shares during the summer of last 
year was followed by few increases of 
dividend rates, while several dividends 
were eliminated or postponed. 


Lower Yields Analyzed 


Analysis points to important alterations 
of the lower-yield territory. A year ago 
the study showed 269 stocks, or more 
than 33 per cent of the dividend-payers, 
yielding between 3 and 3.9 per cent; this 
year the number was 130, or a shade less 
than 17 per cent. Other contrasts may 
be made; stocks yielding from 5 to 5.9 
per cent numbered 161, or considerably 
more than twice the number in that group 
a year ago; stocks yielding as little as 2 
to 2.9 per cent comprised the substan- 


1 





tial total of 129 a year ago. whereas only 
76 issues brought so small a percentage 
range to investors of 1946, considering 
the year-end price and the year’s divi- 
dends, 

Reference to the movement of average 
prices depicts the broad background of 
low yields in early 1946 and the improve- 
ment later when prices of common stocks 
passed into a stage of retreat. The Dow. 
Jones industrial average from its May 
maximum of 212.50 receded to 163.12 
on October 9, November witnessed an 
improvement to a little under 175; there- 
after much backing and filling occurred 
during December and into January, with 
the trend upward. 

During November and early Decem- 
ber, the upward drift of yields was aided 
to a degree by many year-end dividends 
in the form of extras, together with some 
quarterly increases, coincident with a nar- 
row price range revealed in the fluctua- 
tion of the industrial average back and 
forth between 173 and 178. The average 
broke through the 180 level in early 
February with sufficient trading volume 
behind it to cause wonder whether the 
so-called “trading range” had not been 
succeeded by positive price impulses 


after three months or more of inconclu- 





sive dealings in the securities market. 

Disruption of a “trading range” on the 
“up-side,” in stock market parlance, al- 
ways raises interesting questions for de- 
bate. From the late autumn to the mid- 
dle of January, dull markets aroused 
divisions of opinion among trading tech- 
nicians, argument arising over the point 
whether or not investors and_ traders 
were in great part spending the time 
twiddling their thumbs . . . leaving stocks 
alone until more light could be thrown 
upon the attitude of labor, the tendency 
of taxation in the hands of a Republi- 
can Congress, progress of the United 
Nations in resolving world problems, and 


so On, 


Dividends Improve 


In such debate not a great deal of 
public attention was paid to the matter 
of improved dividend yields; perhaps 
too little attention in market discussion 
was collaterally devoted to the improve- 
ment of dividend income deriving from 
extra payments and increased quarterly 
or half-yearly disbursements. The year’s 
poor net income showing of the rail- 
roads, covering the first 10 months, had 
created a state of mind among commen- 
tators as a whole which received a jolt 
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DISTRIBUTION OF 


YIELDS oF DIVIDEND-PAYING COMMON STOCKS 


ON THE NEW YORK STOCK EXCHANGE 
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when results of late autumn and early 
winter traffic became public. 

A more cheerful survey of 1946 as a 
whole became possible when THE Ex- 
CHANGE reported on dividends of corpo- 
rations listed on the New York Stock 
Exchange, showing that such payments 
had increased more than 16 per cent over 
railroad 
common stocks had done about as well for 
their holders as in 1945, 


1945, while  dividend-paying 


A review of the uncertainties working 
for speculator caution during the early 
cold months now arouses wonder of a 
different kind: were investors, with an 
eye on yields of 4 to 6 per cent against 
24 to 4 per cent before last year’s price 
reaction, actively accumulating invest- 
ments amid the recent dull dealings? 

To weigh this question, more time will 
be required than has yet passed since the 
new year opened. At least, contempla- 
tion of the enlarged return afforded by 
a large list of stalwart dividend-payers 
(the names of a long array are printed 
on page 9 of this issue) brings the study 
of common stocks as investments sharply 
into the foreground, Although corporate 
bonds saw a little of their top-lofty posi- 
tion of last spring lopped off later, a 
yield of more than 3 per cent is still rare 
among top-flight issues. An improvement 
in the money return recorded by well- 
placed equities has drawn renewed study 
to them in investment quarters as sup- 
plements to bonds in “mixed” portfolios. 


“Prudent Man” Rule Studied 


Recently re-awakened discussion of the 
“prudent man” rule, now in effect among 
16 states indicates, furthermore, that 
trust institutions are devoting increasing 
thought to common stocks as an adjunct 
of fixed-income securities. The “prudent 
man” rule, long in effect in Massachu- 
setts, permits managers of the rank-and- 
file of trust accounts to employ their 
best judgment in selecting securities, 
whether bonds or stocks. 

Current uncertainties about the pur- 
chasing power of the dollar has lately 
been spurring trust authorities to seek 
an improved return on clients’ funds. The 
“prudent man” topic was reported as 
one of the liveliest ones brought before 
the mid-winter trust conference of the 
American Bankers Association in New 
York a few weeks ago. This meeting may 
be considered as another straw in the 
wind, showing that yields offered by 
seasoned, well-managed corporations to 
their common stock holders are currently 
attracting much attention from the cus- 
todians of other people’s invested funds. 
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By Oliver F. Wadsworth 


NE of the first and most persistent 

problems of the manager of invest- 
ments is that of client relationship. Much 
too often the client deposits his problems 
on the doorstep of the investment man- 
ager, brushes the dust off his hands and 
sits back expecting to see his dollars mul- 
tiply like rabbits. Such a client is fated 
for disappointment. The commonplace 
act of driving an automobile for example 
can be done well or badly. Even the best 
driver occasionally makes mistakes. If he 
drives well and fast he will get there 
ahead of the slow driver. If he makes 
the mistake of going through a red light. 
he might not get there at all. The invest- 
ment manager may break no speed rec- 
ords but if he should go through a red 
light he would probably be under suffi- 
cient control to avoid fatal damage. 

\ client who approaches investment 
management with this much understand- 
ing has a far better chance of being happy 
with the arrangement. 

Except for the above and a certain 
amount of restraint in backseat driving, 
the investment manager requires from 
the client only a sufficient amount of co- 
operation to handle his problems intelli- 
gently. From this point on the success 
of the relationship depends on the invest- 
ment manager and his next great problem 
is to maintain an organization which will 
help promote such success. 
lhe thoughts that motivate a person 


Accent on “Organization” Keys 
Investment Management 


Fiduciary Trust Co. of New York 


to employ an investment manager differ 
widely depending upon his nature and his 
needs. In any case, however. he will be 
pleased not only by good investment 
judgment but also by the care given to 
his personal problems. The organization 
of the investment manager should there- 
fore be large enough to offer many serv- 
ices which supplement those needed in 
connection with investing itself, 


Securities Held in Safekeeping 

One of the first responsibilities which 
can be lifted from the shoulders of a 
client is the safekeeping of his securities. 
In providing such a service care should 
be taken to make certain that the ar- 
rangements give complete assurance as 
to the safety of the property. Here the 
manager has an opportunity to build up 
confidence at the start, an opportunity 
which will be lost if the facilities are 
inadequate, methods inefficient. and minor 
errors crop up to prevent smooth per- 
formance. 

Second is the collection and remittance 
of income, This will save trips to the bank 
to clip coupons and deposit dividend 
checks. In this connection, records of 
receipts and disbursements can be am- 
plified so as to relieve the client of much 
personal bookkeeping. In certain cases 
this kind of service can be supplemented 
by estimating income on an annual basis 
and remitting a fixed amount each month. 


EWING GALLOWAY AND FREDERIC LEWIS 


Furthermore. this amount can be adjusted 
so that there will be enough withheld to 
cover certain regular payments such as 
taxes, insurance premiums, etc. 

If safekeeping and collection of in- 
come become a part of the service rend- 
ered, it is doubly important to set up 
controls which will take care of redemp- 
tions of bonds and preferred stock, rights, 
stock dividends. ete. 

Facilities should also be provided for 
the purchase and sale of securities so 
that orders can be entered for those 
clients who wish to be relieved of this 
responsibility. Investment managers who 
are members of the New York Stock 
Exchange can handle this business them- 
selves. Others will wish to have an order 
room or trading desk so that orders can 
be handled in the most efficient manner. 
\ client with brokerage connections will 
naturally wish orders to be placed with 
his own broker whenever practicable. 


Periodic Appraisals 

From time to time the client will wish 
to be informed as to the status of his 
property. This will necessitate a depart- 
ment equipped to keep records of his 
holdings and appraise their value at 
periodic intervals. Such appraisals can 
be broken down so as to show the division 
between fixed income securities and equi- 
ties as well as the proportionate amounts 
industries. This 


invested in different 








feature is of great assistance in deter- 
mining whether the portfolio meets the 
requirements of the client and the policy 
of the manager, 

Another and = increasingly important 
service that can be rendered has to do 
with income taxes. The organization of 
the investment manager should include a 
department equipped to submit a_ state- 
ment of income and capital gains and 
losses classified so that it can be used 
in the preparation of income tax returns. 
When necessary this department should 
he able to prepare returns for the client 
and discuss problems with the agent of 
the Internal Revenue Department in the 


event returns are audited. 


Should Know Estate Procedure 

The present high rate of taxes and 
death duties also makes it advisable for 
the investment manager to have as a part 
of his organization a department. con- 
versant with trust and estate procedure. 
Such a department may be of incalculable 
value to a client, since an intimate knowl- 
edge of his financial affairs and wishes 
can make discussions with his personal 
lawyer most productive. In this way it is 
often possible to formulate plans which 
will result in considerable savings both 
before and after death. 

The above paragraphs summarize very 
briefly the more important of the col- 
lateral duties of an investment manager. 
There are others. of course, and like the 
filling station operator of pre-war days 
every opportunity should be taken to be 
of service. To clean the windshield. put 
water in the battery, check the oil, ete. 
requires additional work but pleases the 
customer. since he will not have to do 
these annoying tasks himself. In a like 
manner. the financial machine must be 
cared for, either by the owner or one 
hired for the purpose. 

But we have not yet approached the 
main problem, which is investing. People 
employ an investment management or- 
ganization in the first instance to obtain 
the assistance, judgment and experience 
of a trained group of specialists. Their 
first requirement is to have the invest- 
ment of their property brought under 
such an influence and kept there. This 
means that attention must be continuous, 
not merely periodic. 

The problem of investing cannot be 
solved by adding machines and statistics. 
It is subject to no precise formula and 
only the passage of years provides the 
perspective to judge whether results have 
heen good or bad. In trying to solve 
this problem, however, the professional 
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TODAY'S INVESTMENT SINEWS 


The thought-provoking character of 
this comprehensive article by a special- 
ist in securities management reflects sig- 
nificant changes which have occurred 
during the last 15 years. Private organ- 
izations have progressed far beyond the 
enterprise which, in the early 1930s, was 
referred to broadly as “work of the in- 
vestment counsel.” In this progress New 
York Stock Exchange member firms 
have participated; many perform all or 
a great part of the services described by 
the author. maintaining experienced or- 
ganizations for research, counsel, field 
investigations among corporations, cus- 
todianship. ete. Mr. Wadsworth’s writ- 
ing covers a wide field. indeed, which is 
of a highly practical interest to all 


groups of investors. 











investment manager has a great advan- 
tage over the layman. In the first place. 
his organization is living with the prob- 
lem all day. every day, and can use as 
a basis for its opinions the work of a 
research department which has facts and 
figures. first hand reports and intimate 
details of individual industries and com- 
panies. 

The problems of research, however, are 
among the most important problems of 
investment management. Securities can 
deteriorate like buildings. Dry rot in a 
company s management leaves it an easy 
prey to younger, aggressive concerns with 
a new twist that takes the public fancy. 
\ management must always be on the 
alert for changes in techniques. If it is 
not. there will be a decline in its affairs 
and when this becomes evident its bonds 
and stocks become less desirable invest- 
ments, 


Will Detect Trends Early 


\ good research man will detect such 
a trend long before the average investor. 
Furthermore, ke will be able to distin- 
euish a permanent downward trend in 
earnings from normal cyclical fluctua- 
tions. In forming his opinion of a com- 
pany. he will not rely entirely on figures, 
although they are as valuable to him as 
a stethescope is to a doctor. Familiarity 
with the management, the company’s 
methods, its equipment and an _ equal 
familiarity with its competitors give the 
research man a “feel” which improves 
in accuracy with experience. 

But research men are also human 


beings and vary accordingly. One man 
will be more interested and do_ better 
work on certain types of projects than 
another. The development of the research 
department, therefore, requires the col- 
lection of individuals who supplement 
one another. One member of this staff 
may be a brilliant statistician, another 
has a basic knowledge of engineering, 
a third is an accountant, a fourth has 
a background in chemistry. The head of 
this department is likely to be a man 
with a general knowledge of all these 
subjects and the imagination to translate 
his information into terms of investments. 

This, then, is a sketch of an organiza- 
tion developed for the purpose of making 
the job of investment management suc- 
cessful. A board of directors or an in- 
vestment committee usually determines 
major policy, A staff of managers applies 
the work of the organization to the ac- 
counts of the individual clients. 


All Factors Taken into Account 

In establishing policy all significant 
factors. both foreign and domestic, must 
he appraised and evaluated in the light 
of broad economic developments. Today, 
for example. we are in the backwash of 
the most disruptive war in history. In 
the past. similar periods have always 
brought wide economic adjustments. A 
study of present conditions reveals many 
similarities with those earlier periods, 
such as labor unrest, high prices and 
shortages. 

\ great demand for goods has been 
evidenced by the high level of retail sales. 
Production has been running at a higher 
rate than in former peacetime years. Yet 
inventories continue to climb, showing 
that in spite of the high sales level, pro- 
duction is greater than consumption. 
Commercial loans are also at an excep- 
tionally high level. indicating that some 
business men are borrowing to carry 
inventories, 

The cost of doing business has risen 
rapidly in recent years and many costs 
such as wage rates are relatively inflexible. 
Corporate taxes are also well above pre- 
war rates and there is no indication that 
they will be reduced in the near future. 
Raw material prices are for the most 
part higher than at any time since 1920. 

Following the Revolutionary War, the 
War of 1812, the Civil War and World 
War I there was a sharp decline in whole- 
sale prices. Today we see what might be 
the beginning of a downward trend in 
agricultural prices, If history repeats 
and we have a general decline in prices, 


(Continued on page 8) 
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IN TERMS 
EARNINGS 


By WILLIAM W. CRAIG 


i esi process of buying common stocks 
at prices considered reasonable en- 
tails analysis of facts connected with a 
particular issue—facts dealing with cur- 
rent and past earnings, current and fixed 
assets and current liabilities, a corpora- 
tion’s working capital, ete.—and it also 
calls for the study of price probabilities 
of the future. 

The foregoing recital of elements obvi- 
ous to experienced investors and traders 
has a timeliness growing out of the stock 
market's course since the end of last May. 
Compared with the maximum level of 
prices on the New York Stock Exchange. 
as traced by average movements calcu- 
lated by Dow, Jones & Co., prices stood 
at the middle of the current month be- 
tween “wind and water” . . . from the 
high of 212.50, the industrial average 
descended to 163.12 in November of last 
vear, then gradually rallied to a position 
a little higher than 184, 

The general market for industrial is- 
sues receded a shade more than 23 per 
cent from the year’s top, then rallied. 
thus far into 1947, approximately 13 per 
cent from the 1946 low. In pursuit of 
a decision about prices to be paid for a 
stock, it 
investor to note that an average recovery 
of 13 per cent after a recession of 23 
per cent may be viewed (according to 
one’s emotional slant, shaped by statistics) 
either as a normal recovery in a_ bull 
market or as a mere “bulge” in a bear 
market, than to attempt to reason from 
the percentages of change what prospect 
is held out for individual stocks. 

The reasoning involved has to do with 


is of less importance to an 


price probabilities and with such proba- 
bilities alone. True, industrial conditions, 
polities, the state of sentiment toward 


lige ‘ tocks Are Apprais 


OF 


securities and other items stand in the 
background; but is the current price for 
stock of the XYZ Corporation low or 
high in comparison with its position six 
months, a year or two years ago? If it 
is high or low in contrast with its situa- 
tion last May. when stocks in general 
were near their highest in four years: 
or if it is still low as compared with its 


price standing last November. after the 


what are the stock's 
probabilities as regards price during the 


autumn decline. 
remainder of 19477 

The prices of stocks last November 
seemed in the estimation of many market 
technicians to have discounted a pending 
recession of business: but the course of 


(Continued on page 8) 





M 
Bethlehem Steel Corp. ‘ 
Carolina Power & Light Co. 
Caterpillar Tractor Co. 
Chesapeake & Ohio Ry. 
Chicago & Northwestern R. R. 
Deere & Co. ; 
Freeport Sulphur Co. 
Great Northern Railway 
Inland Steel Co. 
Johns-Manville Corp. ‘ 
Liggett & Myers Tobacco Co. 
Loews Incorporated . 
Lone Star Cement Corp. 
Pacifie Lighting Corp. . 
Sun Oil Co. . eo tae Se 
Southern Pacific Railroad 
R. J. Reynolds Tobacco Co. (B) 
Union Pacifie Railroad 
United States Rubber Co. 
United States Steel Corp. . 


*Including $3,780,000 from 
ments. **Before $1,012,000 inventory reserves. 





Price-Earnings Ratios of Common Stocks 
Listed on New York Stock Exchange 


Net Income on Basis of Calendar or. 


reserves against possible 


Price 
Recent Earnings Earnings Per 
arket Price Ratio Share—1946 
97°% 8.3 $11.79 
37', ie 3.28 
634 19.6 3.29 
531, 14.8 3.62 
27% 8.5 3.19 
39% 16.3 2.46 
50 10.7 1.69 
19 6.5 7.58 
10) 12.6 3.18 
135 oat 5.70 
92% 16.9 5.39 
26 7.4 3.52 
79 14.3 5.92 
61 12.6 1.84 
73% ej 14.17 
167% 6.9 6.81 
13°44 16.7 2.62 
1341, 99 *13.60 
5814 5.7 10.23 
78% 10.8 7.29 


in a Few Instances. Fiseal Year. 


refunds on U. S. Government shi 
From preliminary report 











LASTING imprint has been left on 
the financial scene by the array of 
stock split-ups occurring in 1946, There 
were no less than 74 splits in issues listed 
on the New York Stock Exchange, bring- 
ing 91.800,000 additional shares to the 
list. For the benefit of investors who main- 
tain continuous records a complete tabu- 
lation of these split stocks appears on 
these pages. In the statistical table. any 
sub-division of shares in a ratio of 2 to | 
w higher was considered a split. Further 
it was required that the issue be listed on 
the Exchange prior to the issuance of the 
new shares: thus certain companies, newly 
listed in 1946 and which split before list- 
ing. are not shown. 

The reason most often given for a split 
is the desire to lower the share price to a 
more marketable range. For regardless of 
what mav be said of the investment merits 
of selected high-priced issues, the fact re- 
mains that stock buyers traditionally make 
low or moderately-priced issues their 
favorites. Last vear the ten most active 
stocks on the Exchange were all issues 
After a split, 


the enlarged number of shares customarily 


selling below $20 a share. 


find their way into more hands. more bids 
and offers flow into the market and thus 
the spread in quotations is narrowed and 
a more stable market results. 

Earnings and asset growth, as regards 
past history. are apparent in many of the 
issues included in the. statistical table. 





=, , a ae 


a = 


v4 


can point to issues such as Abbott 
Laboratories, 


net sales over the last ten years, 


American Home Products. 
Food Fair Stores and United States Ply- 
wood, which have trebled or quadrupled 


4 








EWING GALLOWAY 





while maintaining a satisfactory ratio of 


profits before taxes to sales. 

which had favorable earn- 
ings in 1946 are well represented in the 
list. The number of companies from some 


Industries 





COMPLETE RECORD OF SPLIT-UPS IN 1946 OF STOCKS LISTED ON THI 


(Split Ratio 2 to 1 or Higher) 


Ratio of Ratio of 
Company Split Company Split 

Abbott Laboratories ........... 2 for 1 Distillers Corp.Seagrams Ltd... 5 forl 
Amerada Petroleum Corp....... 2 for 1 Eastern Air Lines, Inc.......... 4 for 
American Airlines. Ine. ........ 5 for 1] Edison Bros. Stores, Inc......... 2 for! 
American Export Lines, Ine.....24%4 for 1] Bkco Products Ce. «2.0 0660.6.<- 2 for! 
American Home Products Corp. 3 for 1 Federated Dept. Stores. Inc..... 2 forl 
American News Co. ........... 2 for] Florsheim Shoe Co. “A”...... 2 forl 
American Safety Razor Corp.... 3 for] Food Fair Stores, Inc........... 4 forl* 
Associated Dry Goods Corp..... 2 for] Gaylord Container Corp. ...... 3 forl 
Hasker Bros. Corp. «......05... 2 for 1 W. F. Hall Printing Co. ........ 2 forl 
Bayuk Cigars, Inc. ............. 2 for] Hazel-Atlas Glass Co. .......... 5 forl 
Bliss & Laughlin, Ine. ......... 2 for 1 Hercules Powder Co. .......... 2 forl 
Briggs & Stratton Corp. ........ 2 for] Holland Furnace Co. .......... 2 for! 
Brown Shoe Co.. Ine............ 2 for 1 Industrial Rayon Corp. ........ 2 forl 
Burlington Mills Corp. ........ 2 for 1 Se Re Se 3 forl 
Canada Dry Ginger Ale. Ine..... 3 for 1 International Silver Co......... 1 for 1*** 
Celanese Corp. of America..... 214 for] Julius Kayser & Co. ............ 2 for! 
Century Ribbon Mills. Inc...... 2 for 1 Kimberly-Clark Corp. ......... 2 for! 
Champion Paper & Fibre Co.... 2 for1 Lane Bryant, Ine. ...0:60.0s60000 2 forl 
Checker Cab Mfg. Corp......... 4 for 1 Madison Square Garden Corp... 3 forl 
City Bavesting Coe osc ccisieccicas 6 for 1 Melville Shoe Corp. ........... 2 for! 
Continental Steel Corp. ........2 5 for 1 Minneapolis & St. Louis Ry. Co. 4 forl 
Cuneo Presse, Ime. .6.000<06cccs 2 for 1 Mojud Hosiery Co., Inc......... 2 forl 
B. W..G. Ciear Cork. . 60.0400 2 for 1 Monsanto Chemical Co. ........ 3 forl 
WO RNS oe oc oie cteroueecies 3 for 1 Munsingwear, Inc. ............ 2 forl 
Decea Records, Inc. ........... 2forl Co ney G6s 56. cece. 1 for] 
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individual industries are: paper and pub- 
lishing. 6: textiles. 5; 
ing. 5: and chemicals, 3. Motion picture 


retail merchandis- 


companies and distillers also appear. 

At the same time other cases are evi- 
dent in which earlier hopes of expanded 
earnings have not yet materialized, as 
with the airlines. 


Stocks Responsive to Splits 

The succession of stock splits formed 
a lively, and controversial, feature of 1946 
markets. At the close of the war. as indus- 
try was formulating its peacetime plans 
and readjusting its capitalization, issues 
frequently advanced in price when a split 
was in prospect, continued to rise when 
public announcement was made, and then, 
after the new shares had been issued, ad- 
vanced to a level higher than the equiva- 
lent of the old shares. The sequence re- 
curred regularly enough to form a sort 
of pattern, 

The fact that a split in no way increased 
the holder’s equity in the corporation in 
question wert unheeded in the face of 
rising share prices. Buying in anticipa- 





AISTED ON THE N. Y. STOCK EXCHANGE 


her) 


Ratio of 
Split 
5 forl 
4 forl 
2 forl 
2 for] 
2 forl 
2 forl 
4 for 1* 
3 forl 
2 forl 
5 forl 
2 forl 
2 forl 
2 forl 
3 forl 
4 for 1*** 
2 forl 
2 for] 
2 forl 
3 forl 
2 forl 

1 forl 
2 forl 
3 for! 
2 forl 
1 forl 






Ratio of 


Company Split 
Conde Nast Publications, Inc.... 3 for] 
National Distillers Prod. Corp... 3 for 1 
National Linen Service Corp. 3 forl 
Netener Bros. Pes 6...5.0.0:5000 3 for 1 
NE. GE. nk pects cae ameicsne 2 for 1* 
Paramount Pictures. Inc. .....-. 2 for 1 
BG. Premier G6. soca siscisices-cics 3 for 1 
Pond Creek Pocahontas Co. 2 for 1 
Melnnce Bete. GOs. .io:0 64:<:0:605105:0 2 for 1 
Southeastern Greyhound Lines.. 2 for] 
MR BP CR, ose asst sis! sipsein esi 3 for | 
Sunshine Biscuits. Inc.......... 2 for] 
Superior Steel Corp. .......... 2 for] 
The Sweets Co. of America...... 3 for] 
Thatcher Glass Mfg. Co. ....... titor t** 
Timken-Detroit Axle Co....... 2 for 1* 
i 8 > 3 for] 
United Merchants & Mfrs., Inc... 3 for 1 
United-Rexall Drug, Ine........ 2 for 1 
U.S: Plywood Corp. «.:+.:.000%. 2 for] 
Viek Chemical Ce: ....<.....% 2 for 1 
Hiram Walker-Good. & Worts. 4 for] 
Warner Bros. Pictures Ine..... 2 for] 
Wyandotte Worsted Co. ........ 2 for 1 


* Also 5% stock dividend. 
Also two 5% stock dividends. 

ne vee : 
Both common and preferred. 















tion of a split became a popular practice. 
and the precedent of rising prices held 
good throughout 1945 and into the early 
part of 1946. But by April of last year 
split-ups had become so prevalent. that 
the Stock Exchange questioned their ad- 
visability under. certain circumstances. It 
announced stricter standards for listing 
additional shares resulting from split-ups 
and said it would examine particularly 
applications to list following a substantial 
rise in a stock, without any history of the 
issue having previously held to such a 
higher price range. Proposals to split 
listed stocks already selling in a low price 
range, or to sub-divide into so many 
units that an abnormally low price range 
would result. also came in for closer 
scrutiny. 

It was not long afterwards, as stocks 
approached their 1946 peak on May 29, 
that issues for the first time proved un- 
responsive to split-up plans and announce- 
ments. Analysts later declared that this 
changed reception should have provided 
a clue to the future action of the market. 

The downward trend of securities prices 
from the spring, 1946, levels has served 
to illustrate one facet of split-ups which 
possibly deserved more attention a year 
ago: the setting of the ratio of a split is 
a financial decision requiring careful 
study of the probable long-range trend of 
securities values, as well as awareness of 
the then current price. 


Price Action of Splits 


How have split issues made out since, 
price-wise, in comparison with the market 
averages? Various statistical samplings of 
split issues, usually encompassing 20 to 30 
stocks, have shown a fair proportion of 
these issues performing better than the 
Dow, Jones industrial average. This is to 
he expected when, as is the case with split- 
ups. a number of issues have in the past 
had strong growth factors. Issues recently 
1946, adjusted for the split. include Ab- 
bott Laboratories, Food Fair Stores, 
Hazel-Atlas Glass, Inland Steel. Interna- 
tional Silver. G. C. Murphy. Sunshine Bis- 
cuits and United States Plywood. 

Many 


lower. A 


selling at higher prices than on January 2 


others are selling moderately 


have been marked down 
sharply. Examples of the latter are the 


airlines, in which earnings have been im- 


few 









and the distilling stocks, which 


some analysts argue may have difficulty 


paired. 


maintaining earnings at recent high levels. 

Now that earnings for the full vear 
1946 are beginning to appear, there can 
be no doubt that it was a good year for 
industry generally—with such notable ex- 
ceptions as certain durable goods manu- 
facturers, aviation companies and the 
rails. In fact the excellence of some re- 
ports is apt to stir wide interest in a ques- 
tion which has been occupying securities 
analysts in recent weeks: just how re-cur- 
rent are some of the current highly favor- 
able earnings? 

One vantage point from which to survey 
earnings prospects is the divergent trend 
of split issues. Obviously every split took 
place on a note of optimism, in the ex- 
pectation of favorable developments 
ahead. Now a year has passed to reveal 
where such opinions were justified, and 
where cyclical or other temporary earn- 
ings factors have influenced the picture. 
Because they were the object of popular 
attention a year ago, the split stocks high- 
light the subsequent course of events in 
the market more aptly than do the ma- 
jority of issues, 

This observation, incidentally. is likely 
to have a wider application in markets of 
the next four or five years than to split- 
ups of older equity issues alone. Seldom 
in similar periods of the long past have 
so many stocks of former closely-held cor- 
porations been listed as in 1946. In the 
majority of instances, these equities came 
to the Stock Exchange roster following 
splits and offerings of blocks of the split- 
up stocks to the public through under- 
writings. 

Logically, a little time would be needed 
for such increased share issues, in respect 
to the number of shares outstanding, to 
reach permanent lodgment among inves- 
tor portfolios: market 
pends upon time as well as investor ap- 


“seasoning de- 
praisal of earnings and assets behind 
newly distributed stocks, It is a reason- 
able assumption that issues which have 
been kept intact by families and_ their 
estates for two or more generations pos- 
sess a character which. in time if not 
immediately. wi:l rank them with older. 
long-established equities, subject to per- 
sistent investor study of dividend and 


earnings records. 





Stocks Appraised in Terms of Earnings 


(Continued from page 5) 


business since the Dow. Jones low was 
established has. as vet. failed to disclose 
recessionary tendencies. The winter has 
brought not a few increased dividends 
1946 last 


showed a large business volume among 


and the quarters earnings 
corporations and sizable profits, as a 
whole. Is a business decline of consider- 
able scope lying not far ahead? Business 
indices are under 
lving position: and the stock market has 


recently staged something of a rally. 


revealing a_ strong 


The preceding paragraph is introduced 
as a support of the earlier assertion that 
a “between-wind-and-water” location of 
average prices, like the present, impels 
investor or trader to study pl ices as prices 
in an effort to estimate future price proba- 
bilities, employing current business statis- 
which to 
project his calculations. The task is to 
try to determine whether the past per- 


tics as a back-drop against 


formance of prices and corporate earn- 
ings supply material for estimating price 
probabilities. 


M anagement Services 
(Continued from page 4) 


it will probably be accompanied by a 
decline in sales. for it is only human 
nature to defer purchases when a_ better 
bargain is in prospect. 

When viewed in the light of high in- 
ventories, high commercial loans and the 
present price level, a falling off in sales 
could have serious repercussions on busi- 
ness. Costs of production could not easily 
be adjusted to such a change and because 
of the high “break-even point” of most 
industries. profit margins would surely 
suffer. 


Outpricing Mass Market 


Furthermore, it is doubtful if the un- 
filled demand for goods could sustain 
business under such circumstances. Price 
is one of the most importart factors in 
distribution and the price of many articles 
today may be beyond the means of the 
mass market. The demand for housing 
which followed the first World War. for 
example, was not satisfied until 1925, 

All signs do not, however, point to 
a gloomy business outlook. Demand for 
most products, even at high prices, still 
appears to be substantial. There is a 
chance that a reduction in personal in- 
come taxes will leave most people with 
a litthke more to spend on goods and 


8 


In the 
was laid by 


1920s a great deal of stress 
market upon 
price-earnings ratios, or, more simply put, 


technicians 


upon a division of past earnings of a 
period into the price of a stock. For 
some mathematical reason. which became 
cloudy during the hectic market and busi- 
ness experience of the 1930s. a price of 
10 times earnings was considered as a 
reasonable price. A price-earnings ratio 
of 15 was thought to be rather high. 
while a figure above 15 was taken to 
mark unusually high prices. 

In the market advance from the mini- 
mum of 92.92 in April, 1942, to the 
212.50 of May 29, 1946, the prices of 
many industrial stocks topped per-share 
earnings by a margin much loftier than 
the ratio of 10. Railroad stocks, on the 
other hand, after rising in price until 
along in June of last year, receded so 
precipitately that the ratio rather broadly 
retreated well under the 10-ratio. Where 
do representative ratios stand this month? 

The foregoing tabulation presents 20 


services. Labor unrest may have passed 
its peak. and there is an even chance 
that labor laws will be amended or re- 
written so as to make the position of 
the employer more equitable. The polit- 
ical atmosphere is more favorable to 
business than for many years past. 

Most important is the expansion in 
supply during the war. 
Billions of dollars were pumped into the 
financial system through the sale of Gov- 


the monetary 


ernment bonds, and this money will re- 
main in the system until withdrawn by 
the retirement of Government debt. So 
long as it remains it is likely to seek 
profitable thus 
pressure on prices. Over a period of time. 
therefore, it could have a considerable 
inflationary influence. 


employment. exerting 


Factor of Timing 

It becomes evident that one of the 
greatest problems confronting the man- 
ager of funds today concerns the forces 
mentioned above and the time at which 
they will have the effect on 
security prices. Will the factors which 
caused wide price declines after earlier 
wars again dominate our economy to the 


greatest 


will the con- 
structive factors make it possible to ad- 
just prices and volume without curtailing 
profits ? 


detriment of business or 


An organization equipped to 
examine and appraise the many facets of 


diversified stocks, most of them long- 
seasoned in the market place, covering 
a wide area of issues rated in the stock- 
investment part, and others 
labeled as active media for trading trans- 
actions. The list is sufficiently varied to 


class, in 


display the price-earnings ratio idea in 
full flower; it shows at a glance that, 
although a number of stocks would be 
ranked in the “high to very high” cate- 
gory in the 1920-28 conception of price- 
earnings relationships, most of the group 
are either well below the 10-ratio level 
or only moderately above it. 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in Tue ExcHance has been 
obtained from sources deemed to be 
reliable but Tur ExcCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 











the problem may succeed where others 
fail. 

One is apt to wonder why such stress 
is here placed on the investment man- 
ager’s organization when all that appears 
really necessary is to know when to buy 
and sell. The answer is that the problem 
is too big. There are too many variables, 
there is too much to know and too much 
to do. Good results cannot be accom- 
plished without the organization. The 
judgment of even the most experienced 
men is not infallible. The combined judg- 
ment of several may prevent mistakes 
which could destroy the confidence of the 
client. In the army the main purpose 
is to kill the enemy, but we are still close 
enough to the war to realize the extent 
of the organization required to reach this 
objective, 

The problems of the investment man- 
ager include those of the salesman, the 
accountant, the economist, the tax expert, 
the banker, the trader, the statistician, the 
soothsayer and the psychiatrist. In addi- 
tion, it is necessary to have a working 
knowledge of different kinds of manu- 
facturing and the trades. 

Is it any wonder, therefore, that some- 
thing more than one-man operation is 
indicated, and that a competent and well 
rounded organization is one of the great- 
est factors in achieving satisfactory re- 
sults? 
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OLDEST COMMON STOCK DIVIDEND RECORDS 


of common stocks newly 


MONG the record number 
last year. 


listed on the New York Stock Exchange 
cent went automatic ally into the 
dividend-payers. This 
table in the adjoining 
corporate enterprise. 
utilities than 


roster of long-time ¢ onsecutive 
oroup—prese snted in the small 
covered a broad field of 


column : 
aps. more emphasis upon public 


with, perh 
other segment of industry. 


= he stocks with consecutive payments for 20 years oF 
Year 
Common Payments 
Stock Began 
Pennsylvania Railroad Co. 1848 
Cincinnati Gas & Electric Co. 1853 
Continental Insurance Co. . . 2 . . 1854 
Corn Exchange Bank Trust Co. 1854 
Pennsylvania Salt Mfg. Co. 1863 
The American News Co. 1864 


New York & Harlem RR. Co. . . . . 1866 
Washington Gas Light Co. . . 1866 
PullmaniIne. . . F oa a oor 
Erie & Pittsburgh RR. C o. 5 ow et ee 
Ft. Wayne & Chic. Ry. Co. . . 1872 


Pitts., 
Gold & Stock Telegraph Co. . 1875 
Westinghouse Air Brake Co. . 1875 


Parke, Davis & Co. a ig hp we sg 
American Tel. & Tel.Co. . . . . . 1881 
Corning Glass Works . . . « 108] 
Det., Hillsdale & So. West. RR. C o. . 188] 
The Lehigh Coal & Navigation Co. . 1881 
Northern Central Ry.Co. . . . . . 1881 
The S.S. White Dental Mfg.Co.  . . 1881 


Diamond Match Co. . 1882 
Northwestern Telegraph Co. . 1882 
Standard Oil Company (N.J.) . 1882 
Mahoning Coal RR. Co. : . 1884 
Consol. Edison Co. of N. Y., Inc. . 1885 
United Gas Improvement Co. . 1885 
Hackensack Water Co. . 1886 


Canada Southern Railway Co. . . . 1887 


The Ruberoid Co. . 1889 
Cannon Mills Co. i as co 
Commonwealth Edison Company . 1890 


Beech Creek Railroad Co. . . . . . 1891 


Procter & Gamble Co. . 1891 
The Coca-Cola Company . 1893 
Standard Oil Company (Indiana) . 1894 
Burroughs Adding Machine Co. . 1895 
Colgate-Palmolive-Peet Co. . 1895 
Raybestos-Manhattan, Ine. . 1895 
Alabama & Vicksburg Ry. Co. . 1896 
City Ice & Fuel Co. . . 1896 
The U.S. Playing Card Co. . 1896 
The Bon Ami Company (“A”) 1898 
General Mills, Inc. . « 1898 
Allegheny & Western a Co. . 1899 


longer are presented in this table 


American Molasses 20 Detroit 


Cine. Gas & Eiec. . 


‘ rere eg 20 Pub. Serv. aaa 
vetting t Licl 28 Thomas Stee 
Devil oC pleey 39 «Un. Ashes. & Rubber 
e ilbiss Co. x 
The laree table shows listed common 


have paid annué 


Common 
Stock 

The Borden Company 
General Electric Co. 
National Biscuit Co. 
Pittsburgh Plate Glass Co. 
Standard Brands Inc. 
United Fruit Company 
West Virginia Pulp & Paper Co. 
Yale & Towne Mfg. Co. 
Bristol-Myers Company 
Cream of Wheat Corp. 
United Pacific RR. Co. 
\eme Steel Company . 
Electric Storage Battery Co. 
Norfolk & Western Ry. Co. 
Chas. Pfizer & Co.. Ine. , 
R. J. Reynolds Tobaceo Co. 
American Brake Shoe Co. 
Beech-Nut Packing Co. 
Chain Belt Co. 
Eastman Kodak Company 
Kroger Co. ‘ - 
Philadelphia Electric Co. 
Sterling Drug Ine. 


United Engineering & F oe Co. 


American Snuff Co. 

Central Hudson Gas & Elee 
Mac Andrews & Forbes Co. 
Otis Elevator Co. 

The Texas Company : 
E. I. du Pont de Nemours &C Co. 
Sun Oil Company 


- Corp. 


American Tobacco Co. 
Johnson & Johnson 
Reading Company ss 
Gillette Safety Razor Co. 
Link-Belt Company 
National Lead Company 
The Carpenter Steel Co. 

W. T. ( 
National Steel Corporation . 
Owens-Illinois Glass Co. 

Public Service Co. of Colorado 
Public Service Corp. of N. J. 
Southern Calif. Edison Co., Ltd. 


srant Company 


of 12. stock 


Steel 


94 H. J. He nz Co. g 
24 Minn. Mng. & Mfg. 


) ear 
Payments 
Began 


. 1899 
. 1899 
. 1899 
. 1900 
. 1900 
. 1900 
. 1901 
. 190] 
. 1901 
. 1901 
. 1901 
. 1902 
. 1902 
. 1902 
. 1902 
. 1902 
. 1902 
. 1902 
. 1902 
. 1903 
. 1903 
. 1903 
- 1903 
. 1903 
. 1904 
. 1904 
. 1905 
. 1905 
. 1905 
. 1906 
. 1906 
. 1906 

1907 
. 1907 
. 1907 
. 1907 
. 1907 
. 1907 
. 1907 


stocks 


il dividends for 40 years or longer. 


issues: 


Yrs 
p 
30 
31 
10 
21 


which 














































James Lees and Sons 
Company 


817.500 Shares 


Common Stock, Par $3 


30.000 Shares 
3.85 Per Cent Cumulative 
Preferred Stock, Par $100 





Ticker Symbol: LES 








New York showroom of 
James Lees and Sons 


¢ ba company. with its predecessors. 
has been in business since 1846. Its 
products fall into four classes 
and 


carpets 
bulk 


worsted knitting yarns and hand knitting 


rugs. woolen carpet yarns, 
yarns. The company’s brand names in- 
clude Lees Minerva and Lees Columbia 
knitting yarns, 

Prior to 1927 the business of the com- 
was the manufacture and sale of 
1927 the 


Cochrane Company, a_na- 


pany 
woolen and worsted yarns. In 
Charles P. 
tional distributor of carpets and rugs, 
was bought and thereafter the entire car- 
business of the 
was carried on by this and another sub- 


pet and rug company 
sidiary. and their successor corporation, 
until the dissolution of the latter in 1946. 
The business is now carried on directly 
by the company. 


10 


Views of rug manufacture at James Lees and Sons Company and (directly above) the 
Glasgow, Va., plant of the company, where rug production facilities are being enlarged 


Sales of $21.647.004 for the first nine 
months of 1946 were divided in the ap- 
proximate proportion of 52 per cent car- 
pets and rugs and 48 per cent yarns of 
various types. 

The company estimates that its carpet 
and rug sales currently approximate 8 
per cent of the total sales of the industry 
in this country. Most of these sales are 
made directly to retailers. For the first 
nine months of 1946. approximately 73 
per cent of the carpet and rug sales were 
to department and furniture stores, and 
the remaining 27 per cent went to mail 
order houses. contractors for hotel and 
theatre supplies. railroads and steamship 
lines. 


Distribution of Yarn Sales 


About 90 per cent of the hand knitting 
varn went to department stores and knit- 
ting shops in the first nine months of 
1946, the remainder to mail order houses. 
Sales of bulk carpet and worsted knit- 
ting yarns to the trades are made direct- 
ly through the company’s own sales force. 

The company has approximately 50 
sales representatives located throughout 
the country and branch offices for carpet 
sales located in 19 principal cities from 
coast to coast. Major yarn and carpet 


sales offices, maintained in New York 
City and in Chicago, are specially 


equipped to give retailers suggestions for 


modernization of carpet and yarn de- 


partments in their stores and to furnish 
them with suggested selling aids. 

The company owns and operates four 
plants, located in Bridgeport. Carlisle and 
Philadelphia, Pa.; and Glasgow. Va. The 
Bridgeport plant is devoted to production 
of the company’s extensive lines of yarn 
products. 


Yarn Output To Be Enlarged 


At the Glasgow site, a completely new 
and modern woolen yarn spinning plant 
is being built at an approximate cost of 
$3.500,000; this will increase the yarn 
production potential by approximately 
50 per cent. This plant will also contain 
a modern, thoroughly equipped research 
and experimental laboratory to carry on 
and expand the company’s product and 
manufacturing research activities. 

The Carlisle plant is used for the proc- 
essing and knitting 
yarns and is also used as a central ship- 


storage of hand 
ping warehouse for points all over the 
United States. The fourth plant, located 
in Philadelphia, is used for the storage 
and cutting of special-order size carpets 
and rugs. This plant is the principal ware- 
house for carpets and rugs, but it is 
planned in the near future to re-establish 
the several the com- 
pany 
points. 
The balance sheet as of September 30. 
1916, showed current assets of $13,500,- 


warehouses which 


had before the war at strategic 
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867. against current liabilities of $3.- 
965.716, and an earned surplus of $10.- 
313.701. 

Dividends have been paid on the com- 
pany s common stock every year since its 
incorporation in 1895, with the excep- 
tion of 1938. An initial quarterly divi- 
dend was paid on the 3.85 per cent cum- 
ulative preferred shares on February 1, 
1947, and the Board of Directors has de- 
clared a quarterly dividend on the com- 
mon stock of $0.35 a share, payable 
March 1, 1947, 

Sales of $21.647.604 for the first nine 
months of ,1946 compare with annual 
sales of $22,525,473 in the full year of 
1945 and $26,684,922 for the full year 
of 1941, Net profits, after taxes, for the 
same periods were $2,856,287 for the 
first nine months of 1946 and $909,711 
and $1,093,740 for the full years 1945 
and 1941, respectively. 





FELT & TARRANT 
MANUFACTURING CO. 


531,060 Shares 


Common Stock, Par $5 


Ticker Symbol: FEL 











SING a macaroni box from the cor- 

ner grocery, skewers from a butcher 
shop and elastic bands for springs, Dorr 
E. Felt, a Chicago machinist, made the 
first model for an adding-calculating ma- 
chine in 1884. From this crude device 
grew a business with assets appraised at 
more than $8,000,000 in the June 30, 
1946, balance sheet of the Felt & Tarrant 
Manufacturing Company. 


The first workable “Comptometer™ was 
perfected in the autumn of 1886. In 1887 
Mr. Felt formed a partnership with Rob- 
ert Tarrant, also of Chicago. the com- 
pany of the present name being incor- 
porated in Illinois in 1889. 

Uniil an underwriting of Felt & Tar- 
rant common stock occurred last Novem- 
ber, the company was closely held. Divi- 
dends have been paid since 1909 without 
interruption except in 1921 and 1932. 

Has Extensive Sales Force 

The company maintains 83 sales offices 
in 35 states and 8 others in Canada: the 
sales staff comprises 140 persons. to- 
gether with 30 field instructors. The ma- 
chines are serviced by experts working 
out of the offices which are strategically 
located where business requires mechani- 
cal facilities for speedy office functions. 
Servicing was taken over in 1933 by the 
Comptometer Company, an affiliate, and 
in 1941 this organization became the sole 
sales and rental representative of Felt & 
Tarrant Manufacturing Company in the 
United States. Stock of the Comptometer 
Company was distributed to Felt & Tar- 
rant stockholders in 1940, and later the 
two concerns were formally merged. 

The company’s principal products are 
a key-driven machine, known in the trade 
as a “manual machine,” 
key-responsive machine, in 


and an “electric” 
which the 
power to turn the numeral wheels in the 
answer dial is supplied by a motor after 
An electric 
Comptometer 
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(Left) The original “macaroni box’? Comptometer, which is now in the Smithsonian Insti- 
tute and (at right) a modern peg-board Comptometer for presenting statistical analyses 





a key is depressed by the operator. The 
Comptometer organization maintains a 
nation-wide chain of schools for training 
operators. Foreign sales are conducted 
largely through company representatives 
located in 42 offices among 12 countries. 
In the United Kingdom and Canada a 
wholly-owned subsidiary. Felt & Tarrant, 
Limited, handles sales and servicing. 
Net income in 1945 amounted to $713.- 
502 after Federal taxes, compared with 
$1,408,656 in 1941, the last year before 
war production influences and controls 
became extensive. The company reports 
that orders for new machines at the start 
of 1947 totaled $6.000.000, 
the largest backlog in the corporation’s 


more than 


experience. 





The 
Pittsburg, Bessemer 
and Lake Erie R.R. Co. 


$12,000,000 First Mortgage 
2% Per Cent Bonds, Series A, 


due 1996 
Ticker Symbol: PBL 











HE background of the bond issue is 

this: the  railroad’s property is 
leased to the Bessemer & Lake Erie Rail- 
road and the latter guarantees the pay- 
ment of principal, interest and sinking 
fund deposits. The United States Steel 
Corporation owns all of the Bessemer & 
Lake Erie’s stock and 80 per cent of the 
Pittsburg, Bessemer & Lake Erie’s com- 
mon and preferred. Both roads, natur- 
ally, are known as “Steel railroads.” 

The bond issue proceeds were used to 
retire older obligations. A consolidated 
statement of income for the two roads 
and controlled short lines covering the 
first nine months of 1946 showed $2.357,- 
800 of net in contrast with $560,800 of 
fixed charges. 

The Pittsburg, Bessemer & Lake Erie. 
extending from Conneaut, O., to East 
Pittsburgh, traffic 
mainly of iron, coal, coke and limestone, 
materials used by plants of the United 
States Steel Corporation. It is 171 miles 
long. The lease of the Bessemer & Lake 
Erie, entered into in 1901, when the Steel 
Corporation was formed, still has more 
than 950 years to run. Conneaut, the Lake 
Erie terminus, is rated as the principal 
iron ore port on the Lake. 


handles consisting 


(New Listings continued on page 12) 
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THE SCRANTON 
ELECTRIC COMPANY 


1.214.000 Shares 


Common Stock, Par $5 


53.248 Shares 
3.35 Per Cent Cumulative 
Preferred Stock, Par $100 


Ticker Symbol: SRL 











i em company was formed on March 
15. 1928. as a merger of numerous 
smaller utilities which had rendered elec- 
tric service for over 35 years in an area 
in northeastern Pennsylvania, including 
the cities of Scranton, Carbondale and 
Pittston, as well as 23 boroughs and 16 
townships. The area’s population is esti- 
mated at 344,000. In addition to its elec- 
tric service, the company serves part of 
the City of Scranton with steam heat and 
owns 50 per cent of the capital stock of 
a short-line common carrier steam rail- 
road principally engaged in transport- 
ing coal to one of the generating stations. 
In May. 1946, the entire common 
stock, formerly controlled by American 
Gas & Electric Company. was publicly 
sold through underwriting pursuant to 
divestment proceedings under the Pub- 
lic Utility Holding Company Act. 
Strategically situated near 


greatest 


America’s 
metropolitan centers, rich in 
natural and manufacturing wealth, the 


economic character of the territory is 
diversified, comprising as it does many 
thriving retail centers, The City of Scran- 
ton, known as the world’s anthracite cap- 
ital, is the home of the largest lace mills 
and the renowned International Corres- 
pondence Schools. In 1945 the value of 
hard coal in Lackawanna County, Pa., 
represented 32 per cent of the total prod- 
ucts of the county in that year, In addi- 
tion to the important “hard coal” mine 
operations conducted in the region, a 
wide variety of manufacturing — estab- 
lishments produce textiles, clothing. pa- 
per. plastics and metal products. Impor- 
tant railroad shops are also located in 
the service territory, 

The company is fully integrated and 
interconnected and, except for a small 
amount of energy obtained when re- 
quired from interconnected utilities, all 
energy required is produced at three gen- 
erating stations operated by the com- 
pany. each of which is equipped to burn 
anthracite fuel. Two of the generating 
stations are wholly owned and the third 
(Stanton Station) is owned in substan- 
tially equal portions by the company 
and Pennsylvania Power & Light Co. 

In 1945 approximately 95.5 per cent ol 
the total operating revenues of the com- 
pany were derived from electric service 
and approximately 4.5 per cent from 
steam-heating service. 

Total assets shown on the balance 
sheet at December 31, 1946, amounted 
to $38,232,000, Net income transferred 
to surplus for the 12 months ended De- 
cember 31, 1946, amounted to $1,687,- 
000, Total operating revenues in 1946 
were $7.606,000 as compared to $7,095,- 
000 in 1945, 


The Suburban generating station of the company at Scranton, Pa. 
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THE SYDNEY 
COUNTY COUNCIL 


$8,500,000 of 31% Per Cent 
Ten-Year Sinking Fund Bonds, 
due 1957 


Ticker Symbol: SONY 











HE bonds were issued to provide 

funds to retire an issue of City of 
Sydney (Australia) 542 per cent bonds, 
due February 1. The redeemed issue was 
sold to investors by The Municipal Coun- 
cil of that city in order to extend electri- 
cal facilities. In 1936 The Sydney County 
Council assumed ownership of the city’s 
electric system and the liability involved 
in connection with the original loan. 

In respect to providing funds for the 
service of the bonds, which were re- 
cently marketed in the American market, 
the Commonwealth Bank of Australia 
wrote as follows to the underwriting 
bankers: 


“Consistent with its dollar re- 
sources, the Exchange Control in 
Australia will be prepared to grant 
the highest priority next in order to 
Commonwealth and State Govern- 
ment requirements under any scheme 
of Exchange Control for the remit- 
tance of dollars required to service 
the loan of approximately $8,500.- 
000 which you are now seeking to 
issue on the New York market.” 


The City of Sydney is the capital of the 
State of New South Wales and the prin- 
cipal port of Australia. The population 
is rated as the fourth largest of any city 
area in the British Commonwealth of 
Nations. Customers of the Council’s elec- 
tric service number more than 278,000. 

Australia’s population is highly concen- 
trated in the capital cities. The most re- 
cent census reported by the Common- 
wealth showed that 64 per cent of the 
people lived in urban areas. Only 36 per 
cent were found in rural sections, although 
the Australian mainland alone comprises 
nearly 2,950,000 square miles. Between 
1936 and 1945, inclusive, the yearly aver- 
age of the net increase of population was 
approximately 66,000, of which 93 per 
cent was due to natural increase. Of the 
total area of land about 40 per cent lies 
within the tropics. 
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\ Letters to the editor in whole or in part, are presented here as a contribution to current 





discussion of investment, economic and general financial subjects of public interest. 






FRESNO, 


CALIF. 


This stock—was recommended to me by 
a banker. He said it had been held mostly 
by a single family until, recently, a part of 
the family’s stock had been offered for pub- 
lice purchase. A stock that one family had 
held on to for two or three generations, 
while making the company grow to large 
size from a small undertaking, as I saw by 
reading about it, ought to be a fine stock. 
But the price has gone down some. Do you 
think it will do better? 

Mrs. R. J. P. 


Epiror’s Notre: All common stocks are prone 
to fluctuate in price. An investment made after 
the investor is convinced that he has bought 
good value, determined by the company’s age, 
earnings over a substantial period, dividend 
record, etc., is not impaired because fluctuating 
business conditions. emotions in the market and 
other transient influences cause the price to 
fluctuate. 


PAOLI, PA. 


Probably you editors are fully aware of 
it, but, as a steady reader of THE EXCHANGE 
for about three years, I would like to say. 
anyway, that your statistical tables are the 
real meat of the publication. Good meat for 
owners of stocks who can take statistics and 
draw their own conclusions from them. 
Your text is all right, but give me the tables 

more of them if you can think them up! 


W. G. 


BRIDGEPORT, CONN. 


An advertisement offering —— - com- 
mon stock a few days ago might be exam- 
ined as a straw in the wind, perhaps fore- 
shadowing higher yields from dividends. 
The company behind the stock was an 
old-established concern and the published 
earnings for a number of consecutive years 
indicated that the current dividend had 


been earned right along. The yield at the 
offering price was close to 7 per cent. It 
could be argued, of course, that the under- 
writers had “sweetened” the issue by setting 
the price lower than comparative sales 
commanded last year. If so, it would be 
only another way of taking notice that in- 
vestors are wanting more on their money 
than in 1946. 
C.. ¥...3: 


NEWARK, N. J. 


After Japan’s surrender ended the war, 
considerable was printed and spoken about 
foreign stocks coming to the American 
market. Outside of a couple of Mexican 
issues. and these representing American 
capital to a large extent. nothing has oc- 
curred, so far as I know, to supply new 
capital from private sources to European 
and Latin American companies: nor have 
existing foreign corporate securities, or their 
equivalent, been brought to the American 
market for public dealings. .. . It appears 
that either other nations have sufficient 
available capital, or American bankers have 
not made a great deal of progress in finding 
issues abroad which American investors and 
speculators would take to. 

KV. M. 


LONG ISLAND CITY, N. Y. 


Precedent, referring to what happened 
temporarily to business in 1920-21, is hav- 
ing far too much force in molding public 
sentiment . . . A post-war setback oc- 
curred in those years, hence another will 
be logical at any time, so a lot of economic 
copy-cats keep saying. And they say it loud 
enough to influence the stock market. Throw 
precedent out of the window and we would 
all get along much more easily and, I think, 
more profitably. 


L. D. 


NEW YORK CITY 

I agree thoroughly with a letter writer 
in your January number. He said that. as 
he saw it, the stock market would have to 
show a Dow. Jones price average between 
185-190 before the outlook would give any 
prospect worth studying. In my view. a re- 
lapse to about 160 would have to occur be- 
fore a trader would have grounds to exam- 
ine prospects in reverse—looking for an 
extension of the big drop of last fall. Right 
now (January 25) the market stands be- 
tween fair and cloudy weather. 

(TRADER) 


ST. PETERSBURG, FLA. 


... It always seems to me that the aver- 
age person who considers buying stocks to 
keep starts with two strikes against him. 
Doesn’t he usually pick on something that 
a friend or a broker happens to mention to 
him? Isn‘t it a fact that he or she often dis- 
covers—after buying—that the mention 
came from a person who knew very little 
about the particular stock? Either that, or 
the latter only passed along a comment 
made to him by a third party? Assume that 
a prospective investor wants nothing that 
isn’t first grade to start thinking about. what 
are some of the ways to start? 

S. cz 

Eptror’s Note: The start can be simply and 
soundly made. A list of long-time, consecutive 
dividend payers (many are presented in an 
article in this issue) certainly supplies a foun- 
dation for thought and research. The names of 
the more prominent and stable corporations in 
any industry can be obtained merely by asking 
for them at any member firm of the New York 
Stock Exchange. The start having been made, 
research of balance sheet and income account 
over long past periods will uncover salient in- 
formation, such facts being obtainable among 
manuals of statistics in well-equipped public 
libraries or in brokerage offices. 
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A free market, like a free 
election, provides a meeting 
ground for all shades of 
.and the 
majority opinion of the 
moment prevails. 


public opinion.. 


Thus, this financial market- 
place—one of our great free 
institutions—records the 
composite opinions of millions 
of investors. Their ideas about 
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the Financial 


the future of business, about 
all economic questions that 
affect the national welfare, 
are reflected daily in the 
market quotations. 


You, asa part of the American 
investing public, help make 
the weather in this financial 
market. The Exchange itself, 
barometer-fashion, merely 
records it. 


v 


Weather 








BEWARE OF “THEY SAY” 


To those who exercise their 
financial ‘‘vote” through 
the facilities of this market, 
the Exchange offers this 
advice: At no time is it safe 
or sensible to base your 
investment decisions on 
vague rumors or alleged 
‘‘inside’’ tips. The grapevine 
will always let you down. 


WAT] 
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